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The European Economic Community's (EEC) decision to impose quotas on Chilean apple imports
this year spurred harsh protest by Chilean business associations and government officials, who
accuse the EEC of erecting "protectionist" trade barriers in violation of the General Agreement on
Tariffs and Trade (GATT). Apple exporters estimate a US$26 million drop in income in 1993 due
to the quotas, since Chile will be hard pressed to find other foreign markets for its fruit. In fact,
efforts to increase apple exports to Mexico to offset the loss of EEC markets spurred the first trade
tensions between those two countries since Chile and Mexico signed a bilateral free trade accord
last year. Mexico postponed a new round of trade talks, originally scheduled for mid-March, to
avoid Chilean pressures to reduce its tariffs on apple imports. In February, the EEC announced a
new system of "import licenses" for all foreign apple shipments to the European Community. The
licenses in effect impose quotas on apple imports, since each importing country will be assigned
a maximum ceiling on the number of licenses extended each year. For example, the licenses will
reduce imports from New Zealand from 170,000 metric tons in 1993 to just 140,000 MT this year.
South African imports will drop from 220,000 MT to 197,000 MT, Argentina from 85,000 MT to
65,000 MT, and Brazil from 20,000 MT to 15,000 MT. In the case of Chile, the licenses will result in
a maximum quota of 203,000 MT a 24% drop from the 268,000 MT exported to the EEC last year. In
fact, the EEC originally set Chile's quota at only 186,000 MT. But last minute negotiations between
Chilean and EEC trade officials convinced the EEC to readjust Chile's import ceiling to 203,000
MT, since EEC officials failed to account for Chilean exports to Spain when calculating the lower
quota. According to EEC President Jacques Delors, European markets are saturated with apples
due to hefty harvests last year in France, Italy, Spain, Germany, and Holland. Delors calculates
present apple stocks at about 10 million MT 2.5 million MT more than the average 7.5 million MT
consumed annually throughout the EEC. "In a democracy you can't force people to eat apples
or to ask them to replace other fruits or food items for apples," said Delors, who argued that the
quotas are necessary to reduce oversupply and raise market prices, despite objections by exporting
nations. "I don't know of any country in the world which is prepared to sacrifice its own production
just to please another country." Not surprisingly, however, the quotas spurred harsh protest by
Chilean exporters and government officials, since 66% of all Chile's apple exports are sold on
European markets. "Trade relations with the EEC have not been as harmonious as we would have
wished," said President Patricio Aylwin, speaking at a banquet in Chile attended by Delors, who
initiated a tour of Latin American countries in mid- March. "Efforts by countries like ours, which
are attempting to overcome underdevelopment, achieve social justice, and consolidate democracy,
are often sabotaged by decisions made in more developed countries, and by the establishment of
rules which in practice become protectionist measures that limit our commerce." Chilean business
associations were much more blunt, angrily accusing the EEC of violating GATT. "Once again
Europe has interpreted the term `free trade' to suit its own interests," said Ricardo Aritzia, president
of the Fruit Exporters Federation (Federacion de Exportadores de Frutas, Fedefruta). "The move
violates GATT and will severely damage the interests of Chilean growers and exporters." Moreover,
the prospect of imminent EEC quotas for foreign kiwi fruit imports aggravates the trade dispute
even further. French kiwi producers have petitioned the EEC to either completely halt kiwi imports
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until October 1993 to deplete excess supplies, or impose immediate import quotas on kiwi. Chile
sold 13 million cases of kiwi on EEC markets last year about 72% of the country's total kiwi exports
in 1992. This year, exporters planned to ship about 18 to 20 million cases of kiwi to Europe, but the
threat of EEC quotas may force producers to cut production in half, according to Javier Correa,
president of Chile's National Association of Kiwi Growers. "The situation is so bad that many
Chilean kiwi producers are seriously considering leaving their crop on the trees and converting to
other fruit varieties," said Correa. "The kiwi industry is simply bad business given the problems in
Europe." The US, Japan, and some Latin American countries such as Argentina and Brazil could
eventually provide alternative markets for kiwi. In contrast, Chilean exporters say alternative
foreign markets for apples are extremely limited. In fact, Chilean efforts since February to open
the Mexican market to its apple exports provoked adverse reactions by the Mexican government
and private sector, complicating free trade negotiations between those countries. Mexico and Chile
signed a free trade accord in January 1992, which called for the gradual elimination of all import
tariffs by 1998. The pact immediately reduced tariffs, however, on most goods traded between the
countries, leading to a 135% jump in the value of Chilean exports to Mexico last year. Chilean fruit
particularly benefitted, since Mexican import tariffs on most fruit products dropped from 11% to
7.5%. As a result, Chile sold 2.5 million crates of fruit on the Mexican market in 1992, with grape
sales up 14%, and sales of "pit fruits," such as peaches, up nearly 4%. But apples were excluded
from the accord, since Mexico insisted on maintaining a 20% tariff to protect local farmers. Mexico
consumes about 23 million cases of apples per year. Local producers supply about 13 million
crates for the domestic market, but the remaining 10 million boxes are imported, mostly from the
US. In February, following the EEC's decision to impose quotas, Chilean officials and business
representatives began aggressively lobbying the Mexican government to reduce import tariffs for
apples to 7.5%, the same as all other fruits contained in the bilateral trade accord. Chile argues
that the 20% tariff makes Chilean apples uncompetitive in the face of US imports, since transport
costs for apple shipments from the US amount to only US$2.29 per box, compared to US$5.50 from
Chile. But Chile's lobbying efforts backfired, angering Mexican officials and business associations
who feared a flood of Chilean imports would cut into sales by Mexican farmers rather than US
importers. "Given all the publicity over apples, the Mexican public began to fear an invasion of
Chilean agricultural products," said Antonio Rodriguez, a prominent Chilean business leader who
participated in trade negotiations. Consequently, the Mexican government canceled a planned
round of trade talks scheduled for March 19, as well as a special conference of business associations
from both countries, in which participants expected to discuss new joint ventures to be set up under
the free trade agreement. Now, Chile fears new free trade agreements with Mexico will be delayed,
since both governments had planned to review an acceleration of the 1992 accord, whereby the 1998
target date for the elimination of tariffs would be moved forward. "The controversy over apples has
created a protectionist climate in Mexico," said Rodriguez, who directly blamed the EEC conflict
for the problems with Mexico. "The dispute has now put a red light on all trade discussions with
Mexico." [Sources: Associated Press, 02/11/93; El Diario (Chile), 03/03/93, 03/04/93; Agence FrancePresse, 01/30/93, 01/31/93, 02/02/93, 02/08/93, 02/25/93, 03/02/93, 03/03/93, 03/11/93; La Nacion, La
Epoca (Chile), 03/13/93; El Mercurio (Chile), 03/03/93, 03/04/93, 03/15/93; Spanish news service EFE,
01/02/93, 03/03/93, 03/15/93; Notimex, 03/13/93, 03/16/93]
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